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Economies of Security: Foucault and the Genealogy of Neoliberal Reason 
Abstract 
Michel Foucault is well-known for his theorizations of institutional power, normativity, and biopolitics. 
Less well-known is the fact that Foucault developed his analysis of biopolitics in and through his 
historical investigation of neoliberalism. Today, while critique of neoliberalism has become a 
commonplace of humanities discourse, and popular resistance to neoliberalization rocks the southern 
hemisphere, it remains unclear that the historical specificity of neoliberalism is well-understood. In 
particular, the relation between classical liberalism and neoliberal governance remains murky in popular 
debate. As Foucault powerfully illustrates, this relation is far from clear-cut, and neoliberalism is not 
reducible to a simple extension of the logic of a free market. This paper follows Foucault in tracing the 
historical emergence of neoliberalism from the classical liberalism of the late seventeenth through early 
nineteenth century, attending to the continuities, as well as the radical discontinuities between these 
political forms. Because neoliberalism characterizes the governmental and economic reason and practice 
of late-modernity, recalling Foucault’s erudite analysis prepares us to understand and engage the social, 
political, and economic conjunctures reverberating throughout the world today. 
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$EVWUDFW 0LFKHO )RXFDXOW LV ZHOONQRZQ IRU KLV WKHRUL]DWLRQV RI
LQVWLWXWLRQDO SRZHU QRUPDWLYLW\ DQG ELRSROLWLFV /HVV ZHOONQRZQ
ZDVWKHIDFWWKDW)RXFDXOWGHYHORSHGKLVDQDO\VLVRIELRSROLWLFVLQDQG
WKURXJKKLVKLVWRULFDO LQYHVWLJDWLRQRIQHROLEHUDOLVP:KLOH FULWLTXH
RI QHROLEHUDOLVP KDV WRGD\ EHFRPH D FRPPRQSODFH RI KXPDQLWLHV
GLVFRXUVH DQG SRSXODU UHVLVWDQFH WR QHROLEHUDOL]DWLRQ SUROLIHUDWHV
JOREDOO\ LW UHPDLQV XQFOHDU WKDW WKH KLVWRULFDO VSHFLILFLW\ RI
QHROLEHUDOLVP LV ZLGHO\ XQGHUVWRRG ,Q SDUWLFXODU WKH GLVWLQFWLRQ
EHWZHHQ FODVVLFDO OLEHUDOLVP DQG QHROLEHUDO JRYHUQDQFH WHQGV WR
GLVVROYHLQSRSXODUGLVFRXUVH7KLVSDSHUIROORZHG)RXFDXOWLQWUDFLQJ
WKH KLVWRULFDO HPHUJHQFH RI QHROLEHUDOLVP IURP WKH FODVVLFDO
OLEHUDOLVPRIWKHHLJKWHHQWKFHQWXU\DWWHQGLQJWRWKHFRQWLQXLWLHVDV
ZHOO DV WKH UDGLFDO GLVFRQWLQXLWLHV EHWZHHQ WKHVH SROLWLFDO IRUPV









0LFKHO )RXFDXOW GHGLFDWHG KLV  OHFWXUHV DW WKH
&ROOqJHGH)UDQFHWRWKHJHQHDORJ\RIPRGHUQJRYHUQPHQWDOUHDVRQ
DQG SUDFWLFH ,Q WKHVH OHFWXUHV )RXFDXOW IDPRXVO\ XVHG WKH WHUP
³JRYHUQPHQWDOLW\´ WR EURDGO\ GHILQH PHWKRGV RI JRYHUQDQFH
DGPLQLVWUDWLRQDQGGLUHFWLRQDVZHOODVWKHIRUPDWLRQVRINQRZOHGJH





 )URP  )RXFDXOW SLYRWHG KLV IRFXV WR WKH
FRQWHPSRUDU\ ZRUOG DQDO\]LQJ D QHROLEHUDO JRYHUQPHQWDOLW\ ILUVW
DUWLFXODWHG LQ WKH V DQG GHYHORSHG LQ (XURSH DQG WKH 8QLWHG
6WDWHV WKURXJK WKHSRVWZDUSHULRG)RXFDXOWZDVRIWHQUHPHPEHUHG
IRUKLV WKHRUL]DWLRQRI³ELRSRZHU´RUWKRVHIRUPVRIJRYHUQDQFHDQG





WKH SROLWLFDO ODQGVFDSH RI RXU FRQWHPSRUDU\ ZRUOG UHFDOOLQJ
)RXFDXOW¶V OHFWXUHVRQ QHROLEHUDOLVPVKHGVLJQLILFDQW OLJKWRQPRUH
ZHOONQRZQDVSHFWVRIKLVSKLORVRSKLFDOOHJDF\
7RGD\ FULWLTXH RI QHROLEHUDOLVP KDV EHFRPH D VWDSOH RI




GLVWLQFWLRQ EHWZHHQ FODVVLFDO OLEHUDOLVP DQG QHROLEHUDO JRYHUQDQFH
KDV D WHQGHQF\ WR GLVVROYH LQ SRSXODU GLVFRXUVH $V D UHVXOW
QHROLEHUDOLVPZDV ZLGHO\PLVFRQVWUXHGDVDVLPSOHH[WHQVLRQRIWKH
IUHH PDUNHW )RXFDXOW¶V ODQGPDUN DQDO\VLV GHVWDELOL]HG WKLV YLHZ
GHPRQVWUDWLQJ WKDW QHROLEHUDOLVP ZDV LUUHGXFLEOH WR DQ DXJPHQWHG
OLEHUDOLVP DSSURSULDWH WR WKH ODWH WZHQWLHWK DQG HDUO\ WZHQW\ILUVW
FHQWXULHV LWZDV VRPHWKLQJPRUH7KLVSDSHU IROORZHG )RXFDXOW LQ
WUDFLQJWKHKLVWRULFDOHPHUJHQFHRIQHROLEHUDOLVPIURPWKHFODVVLFDO
OLEHUDOLVPRIWKHHLJKWHHQWKFHQWXU\DWWHQGLQJWRWKHFRQWLQXLWLHVDV
ZHOO DV WKH UDGLFDO GLVFRQWLQXLWLHV EHWZHHQ WKHVH SROLWLFDO IRUPV
%HJLQQLQJ ZLWK D GHWDLOHG H[SRVLWLRQ RI )RXFDXOW¶V DQDO\VLV RI
HLJKWHHQWKFHQWXU\ OLEHUDOLVP DQG LWV HPHUJHQFH IURP HDUOLHU
IRUPDWLRQV RI VWDWH SROLWLFV , FKDUWHG )RXFDXOW¶V JHQHDORJ\ RI





1DWXUDO 2UGHU  RU WKH  VSHFLDO HGLWLRQ RI 6RFLDO7H[W ³*HQUHV RI











FRQVLGHULQJ ILUVW WKH KLVWRULFDO FRQGLWLRQV XQGHU ZKLFK OLEHUDOLVP
HPHUJHGDVZHOODVWKHIRUPDWLRQVRIJRYHUQPHQWDOSUDFWLFHZKLFK
SUHFHGHG LW )LUVW D SURYLVLRQDO DQG UDWKHU JHQHUDO GHILQLWLRQ RI
OLEHUDOLVPPD\ KHOS RULHQW WKH UHDGHU /LEHUDOLVP WHQGHG WR GHILQH
LQGLYLGXDOVDVULJKWVEHDULQJVXEMHFWVZKRDUHIRUPDOO\HTXDOEHIRUH
WKHODZ2IWHQOLEHUDOVRYHUHLJQW\ZDV XQGHUVWRRGWRHPDQDWHIURP
WKH JRYHUQHG WKHPVHOYHV KHQFH VRPH IRUP RI GHPRFUDWLF SROLWLFV
FRPPRQO\DFFRPSDQLHG DOLEHUDOVWDWH3HUKDSVPRUHSHUWLQHQWWRWKH
SUHVHQW LQYHVWLJDWLRQ OLEHUDOLVP LPSOLHG DQ HFRQRPLF RUGHU ZKLFK
SUHVXSSRVHG WKH LUUHGXFLELOLW\RU QDWXUDOQHVVRI UHODWLRQVRI SULYDWH
SURSHUW\ RZQHUVKLS 6XFK UHODWLRQV DVVXPHG WKHLU PHDQLQJ DQG
LPSRUW LQ D PDUNHWSODFH XQHQFXPEHUHG E\ H[WHUQDO HOHPHQWV IRU











HPSKDVL]HG IDYRUDEOH FRPSHWLWLRQ EHWZHHQ VWDWHV ZKLFK ZDV
DFKLHYHG WKURXJK WKH DWWHQXDWLRQ RI LPSHULDO REMHFWLYHV LQ WKH
LQWHUQDWLRQDO VSKHUH FRXQWHUEDODQFHGE\ D GRPHVWLF SROLF\RIQHDU
WRWDOFRQWURORYHUSURGXFWLRQFLUFXODWLRQDQGWKHFRQGXFWRIFLWL]HQV
LQ JHQHUDO $V WKH GUHDP RI D VLQJOH DEVROXWHO\ GRPLQDQW HPSLUH
UHFHGHG (XURSHDQ VWDWHV EHJDQ WR DFNQRZOHGJH WKDW HFRQRPLF
FRPSHWLWLRQ PXVW EH NHSW ZLWKLQ UHDVRQDEOH OLPLWV WR PDLQWDLQ
LQWHUQDWLRQDO VWDELOLW\ $ OHJDOLVWLF VRYHUHLJQW\ RI FRPPDQG
PHUFDQWLOLVW HFRQRPLF SROLF\ DQ HWKRV RI (XURSHDQ EDODQFH LQ
LQWHUQDWLRQDO WUDGH DQG UHODWLRQV DQG D GRPHVWLF SROLFH VWDWH VXFK







IDYRUDEOH LQWHUVWDWH FRPSHWLWLRQ SROLWLFDO HFRQRP\ RSHQHG D
GLVFXUVLYHVSDFHLQZKLFKJRYHUQPHQWDOSUDFWLFHFRXOGQRORQJHUWDNH
WKHVKDSHRIXQFKHFNHGHGLFW ILDWDQGFRPPDQG$SSURDFKLQJ WKH
PDUNHW DV D VHW RI ³SKHQRPHQD SURFHVVHV DQG UHJXODULWLHV´ZKLFK
RFFXUUHGQDWXUDOO\DQGLQWHOOLJLEO\DQGZKLFKFRXOGEHKDPSHUHGRU
DOORZHG WR XQIROG XQLPSHGHG E\ JRYHUQPHQWDO SUDFWLFHV FODVVLFDO
SROLWLFDO HFRQRP\ XQHDUWKHG ³D FHUWDLQ QDWXUDOQHVV VSHFLILF WR WKH
SUDFWLFH RI JRYHUQPHQW LWVHOI´ )RXFDXOW  +HQFHIRUWK











JRYHUQPHQWDO SUDFWLFH )RXFDXOW   *RYHUQPHQWDO
SUDFWLFH FRXOG EH HYDOXDWHG FRUUHODWLYH WR WKH PDUNHW DQG GHHPHG
LQDSWLI LWGLVUXSWHGWKHSURGXFWLRQRIWUXHSULFHV7KXVDPDWUL[RI
VXFFHVV DQG IDLOXUH VXSSODQWHG D MXULGLFDO PDWUL[ RI VRYHUHLJQ
FRPPDQG LQ JRYHUQPHQWDO SUDFWLFH ,Q OLJKW RI WKH UHYHODWLRQV RI
SROLWLFDOHFRQRP\ZKLFKLQGLFDWHGWKDWWKHHFRQRPLFILHOGUHTXLUHG
OLPLWHG LQWHUYHQWLRQ WKH VL[WHHQWK DQG VHYHQWHHQWK FHQWXU\ SROLFH




8QGHUVWDQGLQJ WKH FRQGLWLRQV RI OLEHUDOLVP¶V HPHUJHQFH
SUHSDUHVXVWRXQGHUVWDQGZKDWZDVKLVWRULFDOO\XQLTXHDERXWDOLEHUDO





HLJKWHHQWKFHQWXU\ SROLWLFDO HFRQRP\ KRZHYHU FDOOHG IRU OLPLWHG
LQWHUYHQWLRQ LQ WKH QDWXUDO SURGXFWLRQ RI WUXH SULFHV $ OLEHUDO
JRYHUQPHQWDOLW\ZDVERUQZKLFKXQGHUVWRRGLWVHOILQWHUPVRIDQHZ
QHWZRUN RI TXHVWLRQV KRZ OLWWOH FDQ RQH JRYHUQ" ZKHUH LV
JRYHUQPHQWDOLQWHUYHQWLRQQHFHVVDU\"ZKHUHFDQLWEHDEDQGRQHG",Q
WKH IRUPXODWLRQRI WKHVHTXHVWLRQVE\SROLWLFDOHFRQRPLVWV DQG WKH
UHVSRQVHVRIIHUHGE\ MXULVWVDGYLVRUV UHIRUPHUVDQG UHYROXWLRQLVWV
RQH FDQ GLVFHUQ WKH HPHUJHQFH RI DQ XQSUHFHGHQWHG OLEHUDO
JRYHUQPHQWDOLW\RUZKDW)RXFDXOWFDOOV³WKHDUWRIWKHOHDVWSRVVLEOH
JRYHUQPHQW´)RXFDXOW
7KURXJKRXW WKHSHULRGRIHDUO\ OLEHUDOL]DWLRQFDOOV IRU WKH







-HDQ-DFTXHV 5RXVVHDX D JUHDW KXPDQLVW DQG D FKDPSLRQ RI
HLJKWHHQWKFHQWXU\ SROLWLFDO OLEHUDOLVP $JDLQVW WKH 5RXVVHDXLVW
WHQGHQF\)RXFDXOWGLVWLQJXLVKHG WKRVHFDOOVIRUOLPLWHGJRYHUQPHQW
ZKLFK LVVXHG QRW IURP WKHPRXWKV RI KXPDQLVW UHYROXWLRQLVWV DQG
UHIRUPHUV EXW IURP WKH VFLHQWLILF UHYHODWLRQVRI SROLWLFDO HFRQRP\
7KHVH KH DUJXHV KDYH KDG WKH PRVW FRQVHTXHQWLDO DQG HQGXULQJ

SROLWLFDO HIIHFWV DQG EHDU WKH PRVW IRUFHIXOO\ RQ RXU PRGHUQLW\







DQ HWKRV RIPLQLPXP JRYHUQPHQWDO LQWHUYHQWLRQ'RXEWOHVVPDQ\
REVHUYDWLRQV FRXOG EH PDGH FRQFHUQLQJ WKH GLYHUVH FXUUHQWV LQ






JRYHUQPHQWDO UDWLRQDOLW\ VXLWDEOH WR VXFK D ZRUOG D QHZ
















VWDWH SURYLGHG WKH LQVWLWXWLRQDO IUDPHZRUN ZKLFK JXDUDQWHHG WKH
³QHFHVVLW\RISULYDWHSURSHUW\IRUSURGXFWLRQ´)RXFDXOW
7KH PDUNHW LWVHOI ZDV JRYHUQHG E\ QDWXUDO ODZV RI HTXLYDOHQW
H[FKDQJHZDVGHILQHGDVDVSDFHRIIUHHGRPDQGPXVWEHXQLQKLELWHG
E\JRYHUQPHQWDOSUDFWLFH
,Q WKH PLGHLJKWHHQWKFHQWXU\ WZRJHQHUDOPRGHOVH[LVWHG
IRU HVWDEOLVKLQJ DQG IL[LQJ WKH OLPLWV RI WKH DUW RI OHDVW SRVVLEOH
JRYHUQPHQW $V ZH KDYH VHHQ 5RXVVHDXLVP VRXJKW WR GHILQH WKH
QDWXUDOULJKWVRISROLWLFDOVXEMHFWVDQGDQDO\]HWKHVRFLDOFRQWUDFWE\
PHDQV RI ZKLFK VRPH ULJKWV DUH WUDQVIHUUHG WR WKH VRYHUHLJQ DQG
RWKHUVDUHGHHPHGLQDOLHQDEOH6XFKDQDQDO\VLVZRXOGGHWHUPLQHWKH
PD[LPXP OLPLW RI DFFHSWDEOH JRYHUQPHQWDO LQWUXVLRQ LQWR WKH
LQGLYLGXDODIIDLUVRISROLWLFDOVXEMHFWV%H\RQGWKLVOLPLWSRZHU ZRXOG
EH LOOHJLWLPDWH $JDLQVW WKH 5RXVVHDXLVW WHQGHQF\ )RXFDXOW
GLVWLQJXLVKHG DXWLOLWDULDQSURMHFWZKLFKZDVOLNHGPRUHFORVHO\LQKLV
YLHZWRWKHGHPDQGVRIFODVVLFDOHFRQRP\8WLOLWDULDQLVPHQGHDYRUV
WR GHWHUPLQH ZKHUH JRYHUQPHQW PXVW DSSO\ LWVHOI ZKHQ LQ ZKDW





PRVW XVHIXO SRLQWV RI DSSOLFDWLRQ ZKLOH ³FRQWLQXDOO\ TXHVWLRQLQJ
JRYHUQPHQW>«@DVWRLWVXWLOLW\RUQRQXWLOLW\´)RXFDXOW
7KHSULQFLSOHRIXWLOLW\LQJRYHUQPHQWDOSUDFWLFHLQIRUPHG
E\ UHIOHFWLRQ DQG DQDO\VLV RI WKHPDUNHW GLFWDWHV WKDW JRYHUQPHQW
OLPLWLWVDFWLRQQRWRXWRI³UHVSHFWIRUWKHIUHHGRPRILQGLYLGXDOV´EXW
UDWKHUEDVHGRQWKH³HYLGHQFHRIHFRQRPLFDQDO\VLVZKLFKLWNQRZV
KDV WR EH UHVSHFWHG´ )RXFDXOW  ,Q )RXFDXOW¶V YLHZ
XWLOLWDULDQLVP KDV ³VWRRG IDVW´ ZKLOH 5RXVVHDXLVP KDV ³UHFHGHG´
)RXFDXOW  'HVSLWH WKH IDFW WKDW 5RXVVHDXLVW DYRZDOV RI
KXPDQOLEHUW\UHPDLQHG DSHUVLVWHQWIHDWXUHRIWKHGRPLQDQWSROLWLFDO
QDUUDWLYHLQWKHQHROLEHUDOSHULRGLWZDVWKHXWLOLWDULDQUDWKHUWKDQWKH
5RXVVHDXLVW WHQGHQF\ RI FODVVLFDO OLEHUDOLVP ZKLFK IRUPHG D NH\
HOHPHQW LQ WKH JHQHDORJ\ RI QHROLEHUDO JRYHUQPHQW DFFRUGLQJ WR
)RXFDXOW ,QGHHG DV WKH IRXUWK VHFWLRQRI WKLV SDSHU ZLOO LOOXVWUDWH
HFRQRPLFFDOFXODWLRQDQGHYDOXDWLRQFRQWLQXHG WRGLFWDWHJRYHUQPHQW
LQWHUYHQWLRQ DQG QRQLQWHUYHQWLRQ LQ WKH FRQWHPSRUDU\ QHROLEHUDO
VWDWH
$ORQJVLGH WKHSULQFLSOHRI WKHPDUNHWDQG WKHSULQFLSOHRI





FDQ LQ QR ZD\ PD[LPL]H WKH ZHDOWK RI DOO SDUWLHV &ODVVLFDO
HFRQRPLVWVRQWKHRWKHUKDQGDUJXHG WKDWLQDPDUNHWSODFHEDVHGRQ

IUHH H[FKDQJH DOO SDUWLHV EHQHILW WKURXJK WKH SXUVXLW RI WKHLU RZQ
LQWHUHVWVZKHQ WKH\H[FKDQJHYDOXHIRUYDOXH WKHUHE\HVWDEOLVKLQJ
HTXLYDOHQFH%HFDXVHHDFKSDUW\IUHHO\H[FKDQJHG VRPHWKLQJRIOHVV
IRU VRPHWKLQJ RI JUHDWHU XWLOLW\ DOO SDUWLHV WR H[FKDQJH DUH
EHQHILFLDULHV ,Q D OLNHPDQQHU )RXFDXOW DUJXHG WKDW ³(XURSH DV D
FROOHFWLYH VXEMHFW´ HPHUJHV LQ HFRQRPLF UHIOHFWLRQ LQ WKH ODWH







/LEHUDOLVP HPHUJHG LQ UHVSRQVH WR WKH UHYHODWLRQV RI
SROLWLFDO HFRQRP\ LQVWLWXWLQJ D JHQHUDO ODLVVH]IDLUH SROLF\ DV
FRQFHUQV WKH PDUNHW $QG \HW GHVSLWH WKLV ODLVVH]IDLUH SROLF\
)RXFDXOW UHMHFWHG WKH YLHZ WKDW OLEHUDOLVP FRQVWLWXWHV D UHJLPH LQ
ZKLFKVXEMHFWVHQMR\TXDQWLWDWLYHO\PRUHRUOHVVIUHHGRPWKDQWKH\
GRRUGLGXQGHURWKHURUJDQL]DWLRQVRISRZHU)RU)RXFDXOWWRDGRSW








WKDW OLEHUDOLVP FRQVWLWXWHV LWVHOI WKURXJK D ³SURGXFWLYHGHVWUXFWLYH









FRQGLWLRQ ZKLFK PXVW EH SURGXFHG DQG VXVWDLQHG LQ RUGHU IRU
OLEHUDOLVPWRIXQFWLRQ)RXFDXOW3ROLWLFDOOLEHUWLHVZHUHQRW
QDWXUDOIDFWVRUSUHSROLWLFDOJLYHQVZKLFKJRYHUQPHQWDOSUDFWLFHZDV
WDVNHG WRREVHUYH5DWKHU VXFK OLEHUWLHVZHUH ³REMHFWHIIHFWV´RI D
JLYHQ DUUDQJHPHQW RI GLVFRXUVHV DQG SUDFWLFHV LQVWLWXWHG XQGHU
OLEHUDOLVPDQGVXVWDLQHGWKURXJKLWVHODERUDWLRQ)RXFDXOW
0RUH FRQFUHWHO\ LW ZDV HYLGHQW WKDW WKH LQVWLWXWLRQ RI D
PDUNHW HFRQRP\ ZKRVH SULQFLSOH LV IUHH H[FKDQJH UHTXLUHG WKH
SUHVHUYDWLRQRIWKHFROOHFWLYHLQWHUHVWDJDLQVWWKHFRUURVLYHLPSDFWVRI
WKHLQWHUHVWVRILQGLYLGXDOVZKLOHRQWKHRWKHUKDQGWKHLQWHUHVWVRI





UHTXLUHG FRQVWDQW VXSHUYLVLRQ PDLQWHQDQFH UHDGMXVWPHQW DQG

RUJDQL]DWLRQ 7KLV OHDG )RXFDXOW WR FRQFOXGH WKDW UDWKHU WKDQ
LQVWLWXWLQJ D UHJLPH RI LQFUHDVHG IUHHGRP LQ DQ DEVWUDFW VHQVH
OLEHUDOLVPUHSUHVHQWHG DWUDQVLWLRQIURPWKHSROLFHVWDWH WRWKHVHFXULW\
VWDWH
,Q 6HFXULW\ 7HUULWRU\ 3RSXODWLRQ  )RXFDXOW
MX[WDSRVHG DSSDUDWXVHV RI VHFXULW\ WR MXULGLFDO LQVWLWXWLRQV DQG
GLVFLSOLQDU\ UHJLPHV -XULGLFDO LQVWLWXWLRQV DGGUHVVHG VXEMHFWV ZLWK
OHJDOFRPPDQGVDQGLQWHUGLFWLRQVLQDIRUPDOOLQHDUUHOD\WRSSHGE\






GDWD WRZDUGV WKH LPSOHPHQWDWLRQ DQG UHILQHPHQW RI SURJUDPV







KLQJHG RQ UHYHDOLQJ WKLV IDFW LQ LWV UDGLFDO KLVWRULFDO SDUWLFXODULW\
6HFXULW\ KDV QRW DOZD\V RSHUDWHG DV WKH GRPLQDQW PRGH RI
JRYHUQPHQWLWHPHUJHGLQODUJHSDUWZLWKWKHHLJKWHHQWKFHQWXU\DUW
RI OHDVW SRVVLEOH JRYHUQPHQW 6HFXULW\ DSSDUDWXVHV PDQDJHG WKH

HFRQRP\RIIUHHGRPLQVWLWXWHGLQWKHOLEHUDORUGHU)RXFDXOWVSHFLILHG






,W ZDV WKH WDVN SDU H[FHOOHQFH RI VHFXULW\ 1RWDEO\ VHFXULW\
DSSDUDWXVHVFRQWLQXHG WRRUJDQL]HWKHQHROLEHUDOJRYHUQPHQWDOLW\RI
WKHSUHVHQW
7KH LQVWLWXWLRQ DQG PDLQWHQDQFH RI VHFXULW\ DSSDUDWXVHV
GLVFLSOLQDU\WHFKQLTXHVDQGMXULGLFDO LQVWLWXWLRQVDOORIZKLFKZHUH
UHTXLUHG LQ VRPH PHDVXUH IRU OLEHUDOLVP¶V RSWLPDO SHUIRUPDQFH
GHPDQGHG D³FXOWXUHRIGDQJHU´WRSUROLIHUDWHZLWKLQDOLEHUDOUHJLPH
LQGLYLGXDOVZHUH³FRQGLWLRQHGWRH[SHULHQFHWKHLUVLWXDWLRQWKHLUOLIH
WKHLU SUHVHQW DQG WKHLU IXWXUH DV FRQWDLQLQJ GDQJHU´ )RXFDXOW
I ,Q )RXFDXOW¶V YLHZ WKH SURGXFWLRQ DQGPDQLSXODWLRQ RI
IHDU ZDV D SUHFRQGLWLRQ RI WKH OLEHUDO RUGHU RU LWV ³LQWHUQDO
SV\FKRORJLFDO DQG FXOWXUDO FRUUHODWLYH´ )RXFDXOW  2QO\
ZKHQIDFHGZLWKFRQVWDQWDQGPXOWLSOHULVNVZLOOVXEMHFWVFRQGLWLRQHG








EH H[KDXVWLYH 5DWKHU IROORZLQJ D ³JHQHDORJLFDO´ SURWRFRO KH
KLJKOLJKWHG VSHFLILF IHDWXUHV RI FODVVLFDO OLEHUDOLVP ZKLFK EHDU RQ
FRQWHPSRUDU\ UHJLPHV RI JRYHUQPHQWDOLW\ LOOXPLQDWLQJ OLQHV RI
FRQWLQXLW\ DQG GLVFRQWLQXLW\ EHWZHHQ OLEHUDO DQG QHROLEHUDO
DUUDQJHPHQWV RI SROLWLFDO DQG HFRQRPLF GLVFRXUVH DQG SUDFWLFH






FROOHFWLYH HQULFKPHQW D SULQFLSOH ZKLFK KROGV IRU LQWHUVWDWH
FRPSHWLWLRQ LQ WKH FRQWH[W RI D ZRUOG PDUNHW ,W SURGXFHG DQG
FRQVXPHGIUHHGRPWKDWLVLWLQVWLWXWHG DQGDUUDQJHG DQHFRQRP\RI
OLEHUWLHV RUJDQL]LQJ WKLV HFRQRP\ WKURXJK DSSDUDWXVHV RI VHFXULW\






7KH HPHUJHQFH DQG GHYHORSPHQW RI D FRPSOH[ VRFLDO
IRUPDWLRQVXFKDVQHROLEHUDOLVPFRXOGQRWEHUHGXFHGWRDXQLOLQHDU





EHWZHHQ WZR PDMRU YDULDQWV LQ QHROLEHUDOLVP 7KH ILUVW DURVH LQ
*HUPDQ\GXULQJWKHSHULRGRISRVW:RUOG:DU,,UHFRQVWUXFWLRQDQG
GHYHORSHG WKURXJK D FULWLTXH RI 1DWLRQDO 6RFLDOLVW HFRQRPLF DQG
VRFLDOSROLF\7KHVHFRQG$PHULFDQYDULDQWRIQHROLEHUDOLVPGHILQHG
LWVHOI LQ UHDFWLRQ WR1HZ'HDO LQWHUYHQWLRQLVP LPSOHPHQWHG LQ WKH
ZDNH RI WKH *UHDW 'HSUHVVLRQ :KLOH ERWK WHQGHQFLHV UHIOHFWHG D
UHDFWLRQ DJDLQVW LQWHUYHQWLRQLVW HFRQRPLF SROLF\ WKHUH ZHUH
LPSRUWDQWKLVWRULFDODQGFRQFHSWXDOGLVWLQFWLRQVWREHPDGHEHWZHHQ
*HUPDQ DQG $PHULFDQ QHROLEHUDOLVP 7KLV VHFWLRQ UHFRQVWUXFWHG
)RXFDXOW¶V DQDO\VLV RI QHROLEHUDOLVP LQ LWV *HUPDQ DQG $PHULFDQ




HPSOR\LQJ .H\QHVLDQ HFRQRPLF SROLFLHV $Q HPLQHQW WZHQWLHWK
FHQWXU\ %ULWLVK HFRQRPLVW -RKQ 0D\QDUG .H\QHV DGYRFDWHG IRU
JRYHUQPHQW LQWHUYHQWLRQ VSHFLILFDOO\ DFWLYH ILVFDO DQG PRQHWDU\
SROLFLHV WR KHOS PLWLJDWH WKH GHOHWHULRXV HIIHFWV RI UHFHVVLRQ DQG




LPSOHPHQWHG LQ SRVWZDU *HUPDQ\ KDG WKUHH JHQHUDO REMHFWLYHV
LQIUDVWUXFWXUDO UHFRQVWUXFWLRQ HFRQRPLF VWDELOL]DWLRQ YLD SODQQLQJ
DQGVRFLDOREMHFWLYHVFRQVLGHUHG³LQGLVSHQVDEOHLQRUGHUWRDYRLGWKH





ULVH ZHUH WRSLFV RI XQSDUDOOHOHG LQWHOOHFWXDO LPSRUW LQ SRVWZDU
*HUPDQ\)RXFDXOWORFDWHG WKHLQWHOOHFWXDOIRXQWDLQKHDGRI*HUPDQ
QHROLEHUDOLVPLQWKH)UHLEXUJ6FKRROZKHUHHFRQRPLVWVHQGHDYRUHG
WR UHVROYH²ZLWKLQ WKH IUDPHZRUN RI FDSLWDOLVW SURGXFWLRQ²WKH
³LUUDWLRQDO UDWLRQDOLW\ RI FDSLWDOLVP´ )RXFDXOW  7KLV
HFRQRPLF LUUDWLRQDOLW\ LWZDV IHDUHG KDG VRFLDO FRQVHTXHQFHV WKDW
PD\KDYHFRQWULEXWHGWRWKHULVHRIWKH7KLUG5HLFK$FFRUGLQJWRWKH
)UHLEXUJ6FKRROHFRQRPLVWVWKHHFRQRPLFSROLF\RIWKH7KLUG5HLFK
UHSUHVHQWHG WKH FRQVROLGDWLRQ RI QXPHURXV XQGHVLUDEOH HOHPHQWV
FXOOHG IURP *HUPDQ\¶V PRGHUQ KLVWRU\ LW EURXJKW WRJHWKHU





OLTXLGDWLRQ DQG QRW WKHLU UHLPSOHPHQWDWLRQ LQ WKH LQWHUHVW RI
UHFRQVWUXFWLRQ ZRXOG EH UHTXLUHG WR SUHYHQW WKH UHHPHUJHQFH RI
IDVFLVP

7KH ELUWK RI *HUPDQ QHROLEHUDOLVP LQ )UHLEXUJ FRXOG EH
FRXQWHUSRVHG WR VLPXOWDQHRXV DWWHPSWV E\ :HVWHUQ 0DU[LVWV WR
FKDOOHQJHWKHEDVLFORJLFRIFDSLWDODQGLWVDFFXPXODWLRQ6XFKHIIRUWV
ZHUHH[HPSOLILHGE\FULWLFDOWKHRULVWVRIWKH)UDQNIXUW6FKRROZKRVH
ZRUN IUHTXHQWO\ JHVWXUH WRZDUGV VRFLDO FXOWXUDO DQG DHVWKHWLF
VXEYHUVLRQ RI FDSLWDOLVW UHODWLRQV HPSKDVL]LQJ WKH SHUYDVLYH DQG
LQMXULRXV HIIHFWV RI (QOLJKWHQPHQW ³LQVWUXPHQWDO UHDVRQ´
+RUNKHLPHUDQG$GRUQR7KH*HUPDQQHROLEHUDOVRQWKH
RWKHU KDQG HQGHDYRUHG WR UHGHILQH DQG EXWWUHVV WKH HFRQRPLF
UDWLRQDOLW\ RI FDSLWDOLVW SURGXFWLRQ ZKLOH DYRLGLQJ WKH VRFLDO
LUUDWLRQDOLW\ ZKLFK KDG VXUJHG XQGHU 1DWLRQDO 6RFLDOLVP 7KH\




LPSDFWV RI FDSLWDOLVP WKH QHROLEHUDOV RI WKH )UHLEXUJ 6FKRRO
DWWULEXWHG WKHVDPHDIIOLFWLRQVWRLOOLEHUDOLVPDQGDVRFLHW\ZKLFK³KDV
FKRVHQDSROLF\RISURWHFWLRQLVPDQGSODQQLQJLQZKLFKWKH PDUNHW
GRHV QRW SHUIRUP LWV IXQFWLRQ DQG LQ ZKLFK WKH VWDWH >«@ WDNHV
UHVSRQVLELOLW\IRUWKHHYHU\GD\OLIHRILQGLYLGXDOV´+RUNKHLPHUDQG
$GRUQR  )RXFDXOW  )RU WKH )UHLEXUJ 6FKRRO
QHROLEHUDOV WKH VRFLDO LUUDWLRQDOLW\ZKLFK VSDZQHG WKH7KLUG5HLFK
FRXOG EHDWWULEXWHG WR WKHGRPLQDQW UROHSOD\HGE\ WKHVWDWHZKHUH
FULWLFDO WKHRU\ IRXQG LQ WKH VDPH LUUDWLRQDOLW\RQO\ WKH HYLGHQFHRI
FDSLWDOLVWH[SORLWDWLRQDQGDEVWUDFWLRQ

)RU WKH QHROLEHUDOV RI WKH )UHLEXUJ 6FKRRO 1DWLRQDO
6RFLDOLVP VKRXOG QRW EH PLVFRQVWUXHG DV WKH DSRWKHRVLV RI
(QOLJKWHQPHQW LQVWUXPHQWDO UHDVRQ QRU DV DQ H[DJJHUDWLRQ RI WKH
JHQHUDO VRFLDO IRUP DVVXPHG E\ ODWH FDSLWDOLVP 5DWKHU 1DWLRQDO
6RFLDOLVPRIIHUHG DYLYLGLOOXVWUDWLRQRIWKHQDWXUDOOLQNEHWZHHQWKH
HFRQRPLF DQWHFHGHQWV LW FRPELQHG SURWHFWLRQLVW HFRQRPLFV WKH





LQWHUQDO OLQN EHWZHHQ DQ\ VRUW RI LQWHUYHQWLRQLVW SROLF\ZKDWVRHYHU
DQG 1DWLRQDO 6RFLDOLVP 7KH FRQFOXVLRQ QDWXUDOO\ GUDZQ E\ WKH
*HUPDQQHROLEHUDOVZDVWRDEDQGRQHFRQRPLFLQWHUYHQWLRQLQDOOLWV
IRUPV
$V WKH*HUPDQVWDWHDWWHPSWHG WR UHFRQVWLWXWH LWVHOI LQ WKH
ZDNHRI WKH7KLUG5HLFK QHROLEHUDO DGYLVLQJ OHG WKHQDVFHQW:HVW
*HUPDQ5HSXEOLFWRJURXQGLWVVRYHUHLJQW\LQWKHYROXQWDU\DWWUDFWLRQ
RIHFRQRPLFVXEMHFWVWRDQLQVWLWXWLRQDOIUDPHZRUNZKLFKJXDUDQWHHG
D VSDFH RI HFRQRPLF IUHHGRP LH D IUHH PDUNHW 7KLV ZDV LQ
)RXFDXOW¶V ZRUGV WKH ³OHJLWLPL]LQJ IRXQGDWLRQ RI WKH VWDWH RQ WKH
JXDUDQWHHGH[HUFLVHRIDQHFRQRPLFIUHHGRP´)RXFDXOWI
%\DFFHSWLQJWKHOHJLWLPDF\DQGGHVLUDELOLW\RIWKHSDUWLFXODUVRUWRI
HFRQRPLF IUHHGRP JXDUDQWHHG E\ WKH VWDWH HFRQRPLF VXEMHFWV
³SURGXFH D >«@ SROLWLFDO FRQVHQVXV´ FRQFHUQLQJ WKH VWDWH LWVHOI




RI WKH VWDWH ,Q SRVWZDU *HUPDQ\ WKHQ ³WKH HFRQRP\ SURGXFHV
SROLWLFDO VLJQV WKDW HQDEOH WKH VWUXFWXUHV PHFKDQLVPV DQG
MXVWLILFDWLRQVRISRZHUWRIXQFWLRQ´)RXFDXOW7KH*HUPDQ
QHROLEHUDOVWDWHZDVDFFRUGLQJ WR)RXFDXOWD³UDGLFDOO\HFRQRPLF´
VWDWH LWV VRYHUHLJQW\ LV IRXQGHG XSRQ WKH FRQVHQVXVRI VXEMHFWV WR
SDUWLFLSDWHLQDVSDFHRIIUHHGRPRSHQHGE\WKHHFRQRPLFLQVWLWXWLRQ
RIWKHPDUNHW)RXFDXOW
&OHDUO\ WKLV QHROLEHUDO IRUPDWLRQGLYHUJHG VKDUSO\ IURPD
5RXVVHDXLVWSROLWLFDOOLEHUDOLVPIRXQGHGXSRQWKHDVVHUWLRQRIQDWXUDO
ULJKWV DQG WKH SULPDF\ RI KXPDQ OLEHUW\ 5DWKHU WKDQ VRYHUHLJQW\
HPDQDWLQJ IURP D VRFLDO FRQWUDFW DPRQJ WKH JRYHUQHG LQ SRVWZDU
*HUPDQ\ WKH HFRQRP\ LWVHOI ³SURGXFHV VRYHUHLJQW\´ WKDW LV ³WKH
HFRQRP\ SURGXFHV OHJLWLPDF\ IRU WKH VWDWH WKDW LV LWV JXDUDQWRU´
)RXFDXOW  &ODVVLFDO SROLWLFDO OLEHUDOLVP EHJDQ ZLWK D




QHROLEHUDO VWDWH IROORZHG IURP WKH IUHHPDUNHW UDWKHU WKDQ WKH IUHH
PDUNHW IROORZLQJ IURP WKH OHJLWLPDWH VWDWH %HFDXVH HFRQRPLF





,I WKH QHROLEHUDO VWDWH IRXQG LWVHOI XQGHU WKH PDUNHW¶V
VXSHUYLVLRQLWPXVWDOVREHQRWHGWKDWWKH EDVLFSULQFLSOHRIWKHPDUNHW
XQGHUQHROLEHUDOLVPZDVQRWWKDWRIWKHFODVVLFDOHFRQRPLVWV$VZH
KDYH VHHQ FODVVLFDO HFRQRP\ WKHRUL]HG WKH PDUNHW DV D VSDFH RI
H[FKDQJHGHILQHGE\HTXLYDOHQFH8QGHUQHROLEHUDOLVPWKHPDUNHW¶V
EDVLFSULQFLSOHZDV QRWHTXLYDOHQWH[FKDQJHEXWFRPSHWLWLRQ7KLV
SLYRW IURP H[FKDQJH WR FRPSHWLWLRQ FRQVWLWXWHG D UDGLFDO
GLVFRQWLQXLW\EHWZHHQFODVVLFDO DQGQHROLEHUDOLVP<HW DV)RXFDXOW
QRWHG WKLV VKLIWZDVQRW DQRYHOW\RI WKH WZHQWLHWK FHQWXU\ ,W ZDV
WUDFHDEOH WR WKH QLQHWHHQWK FRQVWLWXWLQJ DQ LPSRUWDQW FKDQQHO LQ
QHROLEHUDOLVP¶V JHQHDORJ\ ,Q WKH QLQHWHHQWK FHQWXU\ OLEHUDO
HFRQRPLVWV KDG DOUHDG\ EHJXQ WR ILJXUH WKH PDUNHW DV D VLWH RI
FRPSHWLWLRQDVSDFHUXOHG³QRW>E\@HTXLYDOHQF\>DVLQDPDUNHWEDVHG
RQH[FKDQJH@EXWRQWKHFRQWUDU\LQHTXDOLW\´)RXFDXOW,W
ZDV FRPSHWLWLRQ DQG QRW H[FKDQJH ZKLFK JXDUDQWHHG HFRQRPLF




LQIOXHQFHG DQGLQDVHQVH GHWHUPLQHG WKHSURFHVVWKURXJKZKLFKWKH
IRUPDWLRQRIHTXLYDOHQWYDOXHRFFXUV6WLOOWKHOLEHUDOHFRQRPLVWVRI
WKH QLQHWHHQWK FHQWXU\ FRQWLQXHG WR YLHZPDUNHW FRPSHWLWLRQ DV D
QDWXUDO G\QDPLF UHTXLULQJ QRQLQWHUYHQWLRQ :KHWKHU WKH
IXQGDPHQWDOFRQFHSWXDOG\DGRIWKHPDUNHWZDV H[FKDQJHHTXDOLW\
DV LQ HDUO\ FODVVLFDO DQDO\VLV RU FRPSHWLWLRQLQHTXDOLW\ DV LQ WKH

QLQHWHHQWK FHQWXU\ WKH SUDFWLFDO LPSOLFDWLRQ LV D SROLF\ RI ODLVVH]
IDLUH
,W ZDV RQ WKLV SRLQW WKDW WKH QHROLEHUDOV RI WKH )UHLEXUJ
6FKRRO DUWLFXODWH D UDGLFDO EUHDN ZLWK HDUOLHU OLEHUDO HFRQRPLVWV
:KLOHWKH\WRRVDZ FRPSHWLWLRQDVWKHIXQGDPHQWDOSULQFLSOHRIWKH
PDUNHW WKH\ HQYLVLRQHG FRPSHWLWLRQ QRW DV D ³QDWXUDO GDWXP´ EXW
UDWKHUDVD³IRUPDOVWUXFWXUH´ZKLFK³ZLOORQO\DSSHDUDQGSURGXFHLWV
HIIHFWV XQGHU FHUWDLQ FRQGLWLRQV ZKLFK KDYH WR EH FDUHIXOO\ DQG
DUWLILFLDOO\FRQVWUXFWHG´)RXFDXOW&RPSHWLWLRQWKHQZDV
DQ REMHFWLYH RI JRYHUQPHQWDO UHDVRQ DQG SUDFWLFH QRW D QDWXUDO
SKHQRPHQRQ ZKLFK PXVW EH OHIW XQLPSHGHG 7KH PHFKDQLVP RI
FRPSHWLWLRQDVWKHURRWSULQFLSOHRIWKHPDUNHWLQ*HUPDQQHROLEHUDO
WKRXJKW ZDV JXDUDQWHHG E\ JRYHUQPHQWDO SUD[LV DQG WKH MXULGLFDO
RUGHU $V )RXFDXOW QRWHG WKH MXULGLFDO KHUH ³JLYHV IRUP WR WKH














PDUNHW V\VWHPDWLF MRE FUHDWLRQ RU SXEOLF LQYHVWPHQW´ )RXFDXOW
5DWKHUDFRQWLQXRXVDQGPXOWLODWHUDOJRYHUQPHQWDO




IRUPDO LQWHUYHQWLRQ ZDV GHVFULEHG E\ )RXFDXOW LQ WHUPV RI D
UHJXODWRU\ DUFKLWHFWXUH DSSOLHG WR JDPHZKRVH RXWFRPH FDQQRW EH
NQRZQ LQ DGYDQFH *RYHUQPHQW FRXOG QRW HQGHDYRU WR SURGXFH
VSHFLILFRXWFRPHVLQVSHFLILFVHFWRUVRUZLWKLQSDUWLFXODUHOHPHQWVRI
WKH HFRQRP\ ,W PXVW DGRSW SROLFLHV ZKLFK RSWLPL]H WKH JHQHUDO
FRQGLWLRQVRIWKHIUHHPDUNHW²ILUVWDPRQJWKHPFRPSHWLWLRQ+HUH
WKH ORJLF RI VHFXULW\ LQWHUVHFWHG ZLWK QHROLEHUDO JRYHUQDQFH LQ
FRQWUDGLVWLQFWLRQ WR D PRUH ULJLG GLVFLSOLQDU\ DUFKLWHFWXUH
FKDUDFWHULVWLFRIVWDWHSODQQLQJ1HROLEHUDOJRYHUQPHQWDOLW\WDUJHWHG






LWVHOI FRXOG EH FRQVLGHUHG WKH REMHFWLYH SDU H[FHOOHQFH RI*HUPDQ
QHROLEHUDOLVP )XOO HPSOR\PHQW RQ WKH RWKHU KDQG ZDV QRW DQ
REMHFWLYHRI*HUPDQQHROLEHUDOSROLF\,WKDGEHHQIRU.H\QHVDQGKLV




UDWKHU WKDQ HFRQRPLF DFWLYLW\ EHFDPH WKH WDUJHW RI JRYHUQPHQWDO
LQWHUYHQWLRQ)RULQVWDQFHDJULFXOWXUDOSURGXFWLRQZDVQRWUHJXODWHG
GLUHFWO\ YLD SULFH FRQWUROV RU VXEVLGLHV EXW LQGLUHFWO\ WKURXJK
VHFXULW\PHDVXUHV VXFKDV WKHHQFRXUDJHPHQWRIGHVLUDEOH IORZVRI
SRSXODWLRQIURPRQHUHJLRQRU VHFWRUWRDQRWKHUWKHSUROLIHUDWLRQDQG
GLVWULEXWLRQRIWHFKQLFDOLQVWUXPHQWVDQGLQQRYDWLRQVWKHSURGXFWLRQ
RI NQRZOHGJH DQG WKH RUJDQL]DWLRQ RI WUDLQLQJ :KHUH GLUHFW
JRYHUQPHQWDO LQWHUYHQWLRQ LQ WKH HFRQRP\ LWVHOI PXVW EH OLJKW
LQWHUYHQWLRQPXVWEH GHQVHDQGFRQVLVWHQWDWWKHOHYHORIDSRSXODWLRQ
ZKLFKZDVJUDVSHGDVWKHPDUNHW¶VFRQGLWLRQRIH[LVWHQFH
$W WKH OHYHO RI VRFLDO SROLF\ *HUPDQ QHROLEHUDOLVP
SRVLWLRQHG LWVHOI DJDLQVW DOO VWUDWHJLHV WDFWLFV DQG REMHFWLYHV
DVVRFLDWHGZLWK.H\QHVLDQLVP$V)RXFDXOWQRWHG.H\QHVLDQVRFLDO
SROLF\ HPSKDVL]HG DOO VXEMHFWV KDYLQJ ³UHODWLYHO\ HTXDO DFFHVV WR





SROLF\ ZKLFK DWWHPSWHG WR SURGXFH FRQGLWLRQV RI HTXDOLW\ ULVNV
WUDQVIHUULQJ³WKHSDUWRILQFRPHWKDWJHQHUDWHVVDYLQJVDQGLQYHVWPHQW´
WR DQRWKHU VHFWRU RI WKH SRSXODWLRQ WR EH XVHG IRU FRQVXPSWLRQ
5DWKHUWKDQHTXDOLW\LQHTXDOLW\ ZLWKLQDFFHSWDEOHSDUDPHWHUVPXVWEH
DQ REMHFWLYH RI QHROLEHUDO JRYHUQPHQWDOLW\ VLQFH LW ZDV SUHFLVHO\

LQHTXDOLW\ ZKLFK VXVWDLQHG FRPSHWLWLRQ 7KH PD[LPXP DFFHSWDEOH
UHGLVWULEXWLYHLQWHUYHQWLRQZLOOEHWKHWUDQVIHURIDSRUWLRQRILQFRPH
ZKLFK ZRXOG EH XVHG IRU ³RYHUFRQVXPSWLRQ´ LQ RQH VHFWRU WR
PHPEHUVRIWKHSRSXODWLRQZKR³ILQGWKHPVHOYHVLQDVWDWHRIXQGHU
FRQVXPSWLRQ´ EHFDXVH RI SHUPDQHQW RU WHPSRUDU\ GLVDELOLW\





LQVXUDQFH DJDLQVW ULVN )RU WKH HFRQRPLVWV RI WKH )UHLEXUJ 6FKRRO
VRFLDOSROLF\VKRXOGDERYHDOO IRUHJURXQGHFRQRPLFJURZWKZKLFK
ZRXOG DOORZLQGLYLGXDOV³WRDFKLHYHDOHYHORILQFRPHWKDWZLOODOORZ
WKHP WKH >«@ LQGLYLGXDO RU IDPLOLDO >FDSLWDO@ZLWKZKLFK WR DEVRUE
ULVNV´ )RXFDXOW  2Q WKLV YLHZ JURZWK ZRXOG UHQGHU
FROOHFWLYL]HGLQVXUDQFHDQGVRFLDOVXSSRUWSURJUDPVPRUHJHQHUDOO\












RUJDQL]HG DURXQG WKH SULQFLSOH RI FRPSHWLWLRQ XQGHUVWRRG DV DQ
DUWLILFLDOVWUXFWXUHZKLFKPXVWEHPDLQWDLQHGUDWKHUWKDQDVDQDWXUDO
IRUFH'HVSLWHLWVH[WUHPHHPSKDVLVRQQRQLQWHUYHQWLRQLQWKHPDUNHW




UHVRXUFHV DV SUHFRQGLWLRQV RI WKHPDUNHWZKLFKPXVW EHPDQDJHG
SURSHUO\WRIRVWHUWKHPDUNHW¶VRSWLPDOSHUIRUPDQFHDQGJURZWK:LWK
UHFRXUVH WR WKH DSSDUDWXVHV RI VHFXULW\ VXFK PDQDJHPHQW ZDV
HQVXUHG$ERYHDOOHFRQRPLFJURZWKLQDFRPSHWLWLYHPDUNHWZRXOG
UHTXLUH SHUVLVWHQW LQHTXDOLW\ LQ WKHGLVWULEXWLRQRI UHVRXUFHV DPRQJ
HFRQRPLFDJHQWV
$PHULFDQ1HROLEHUDOLVP
'HVSLWH WKH LQFRQJUXLW\ RI FRQGLWLRQV EHWZHHQ SRVWZDU
*HUPDQ\ DQG WKH SRVWZDU 8QLWHG 6WDWHV $PHULFDQ QHROLEHUDOLVP
HPHUJHGDVLQ*HUPDQ\LQUHDFWLRQ WR.H\QHVLDQHFRQRPLFSROLF\
DQGWKHFRQVWUXFWLRQRIDZHOIDUHVWDWHIURPWKHODWHVWKURXJKWKH
SRVWZDU SHULRG 7R EH VXUH PDQ\ RI WKH IHDWXUHV RI *HUPDQ
QHROLEHUDOLVPGHVFULEHGE\)RXFDXOWDSSUR[LPDWHG RUZHUHUHIOHFWHG
LQ $PHULFDQ QHROLEHUDO UHDVRQ DQG SUDFWLFH 6WLOO WKH EDFNJURXQG
FRQGLWLRQVRI$PHULFDQQHROLEHUDOLVP¶VHPHUJHQFHGLIIHUHG PDUNHGO\
IURPWKRVHSUHVHQWLQSRVWZDU*HUPDQ\OLEHUDOLVPKDVDOZD\VEHHQ
DQG FRQWLQXHV WR EH WKH GRPLQDQW FXUUHQW LQ $PHULFDQ SROLWLFV

SHUKDSV XQLTXHO\ VR ,Q WKH FRQWH[W RI WKH8QLWHG 6WDWHV )RXFDXOW
QRWHG³WKHGHPDQGIRUOLEHUDOLVPIRXQGVWKHVWDWHUDWKHUWKDQWKHVWDWH
OLPLWLQJ LWVHOI WKURXJK OLEHUDOLVP´ )RXFDXOW  $PHULFDQ
QHROLEHUDOVFOHDUO\GLGQRWIDFHDQXPEHURIWKHHQWUHQFKHGREVWDFOHV
FRQIURQWHGE\WKHLU*HUPDQFRXQWHUSDUWV$PHULFD¶VOLEHUDOKHULWDJH
LQ D VHQVH HDVHG QHROLEHUDOLVP¶V HPHUJHQFH $QG \HW VRPHWKLQJ
KLVWRULFDOO\XQLTXHZDV LQGHHG DFKLHYHG LQ WKH HVWDEOLVKPHQWRI DQ
$PHULFDQQHROLEHUDOJRYHUQPHQWDOLW\
)RXFDXOW DUWLFXODWHG WKUHH IHDWXUHV RI$PHULFDQ QHROLEHUDO
UHIOHFWLRQZKLFKGLVWLQJXLVKHG LWIURP*HUPDQQHROLEHUDOLVPRQWKH
RQHKDQGDQGWKHFODVVLFDOOLEHUDOLVPHQGHPLFWR$PHULFDQSROLWLFVRQ
WKH RWKHU 7KHVH IHDWXUHV ZHUH UHVSHFWLYHO\ WKH ³HSLVWHPRORJLFDO






DUWLIDFWV RI QHROLEHUDOLVP ZHUH IDPLOLDU WR XV WKH\ KDYH EHHQ
LQVFULEHGLQRXUJRYHUQPHQWDOLW\HPEHGGHG LQRXUVRFLDOSUDFWLFHV
DQGLQYHVWHGLQRXUFRQGXFW
$PHULFDQ QHROLEHUDOLVP ILUVW HVWDEOLVKHG D EUHDFK ZLWK
FODVVLFDOHFRQRPLFDQDO\VLVDWWKHOHYHORILWVREMHFW:HKDYHDOUHDG\
VHHQWKDWWKHSULQFLSOHREMHFWRI*HUPDQQHROLEHUDOUHIOHFWLRQZDVQRW
WKHPDUNHWSODFHDVD VLWHRIH[FKDQJHEXW UDWKHU WKHPHFKDQLVPRI





D VSDFH QRU FRPSHWLWLRQ DV D VWUXFWXUH EXW UDWKHU WKH HFRQRPLF





EH LUUDWLRQDO DQG PXVW WKHUHIRUHEH VWXGLHG LQ LWV KXPDQGHSWK DQG
ORFDO SDUWLFXODULW\ UDWKHU WKDQ WKURXJK WKH FRQVWUXFWLRQ RI DEVWUDFW
PRGHOVDQGGHGXFWLYHUHDVRQLQJ$VDVRUWRIHPSLULFLVPHFRQRPLFV
ZDV³QRORQJHUWKHDQDO\VLVRIWKHKLVWRULFDOORJLFRISURFHVVHV´EXW
LV UDWKHU ³WKH DQDO\VLV RI >«@ WKH VWUDWHJLF SURJUDPPLQJ RI
LQGLYLGXDOV¶DFWLYLW\´)RXFDXOW7KLVHSLVWHPRORJLFDOVKLIW
QRW RQO\ PDUNHG RXW WKH DQDO\WLFDO ILHOG RI $PHULFDQ QHROLEHUDO







D GXUDWLRQ RI ODERUWLPH DQ HTXDWLRQ ZKLFK )RXFDXOW WHUPHG WKH
³5LFDUGLDQ UHGXFWLRQ´ LQ UHIHUHQFH WR'DYLG5LFDUGR WKH FODVVLFDO







DV ODERUSRZHU ZKLFK ZDV IRUFLEO\ UHGXFHG WR D SDVVLYH YDULDEOH
LQGHHGDFRPPRGLW\ VHL]HGE\WKHSURFHVVRIFDSLWDOLVWH[SORLWDWLRQ
DQGGHOLYHUHGWRWKHPHFKDQLVPRIFDSLWDO¶VVHOIH[SDQVLRQ(YHQIRU
HDUO\ WZHQWLHWKFHQWXU\ HFRQRPLVWV VXFK DV .H\QHV ODERU ZDV
ILJXUHG DV D SDVVLYH RU GHSHQGHQW YDULDEOH RI SURGXFWLRQ DQG ZDV
WKHUHIRUHVXEMHFW WRDJLYHQUDWHRIFDSLWDOLQYHVWPHQW)RUDOO WKHVH
WKHRULVWV ODERU ZDV IXQGDPHQWDOO\ KHWHURJHQRXV YLVjYLV WKH
HFRQRPLFIRUFHVZKLFKDFWHGXSRQLW
7KH $PHULFDQ QHROLEHUDOV XQGHUVWRRG WKH DEVWUDFWLRQ RI
ODERU DV DQ DUWLIDFW RI WKH DQDO\VLV RI ODERU RIIHUHG E\ FODVVLFDO
HFRQRP\$EVWUDFWLRQZDV QHLWKHUWKHXQLYHUVDOWUXWKRIODERUQRUWKH
FRQWLQJHQW HIIHFW RI FDSLWDOLVW SURGXFWLRQ ,W ZDV TXLWH VLPSO\
V\PSWRPDWLF RI ³WKH ZD\ LQ ZKLFK WKHVH SURFHVVHV KDYH EHHQ





WKDQDTXDQWLWDWLYHPDQQHU LQRUGHU WRDYRLG WKHDEVWUDFWLRQZKLFK
SHUWXUEHG FODVVLFDO DQDO\VLV $V D UHVXOW ODERU ZLOO QR ORQJHU EH





,QFRPHZDV QRW FRQFHLYHG DV DZDJH DV LQ FODVVLFDO DQDO\VLV EXW
UDWKHUDV WKHUHWXUQRQ WKH LQYHVWPHQWRIRQH¶V WLPHH[SHUWLVHDQG
ERG\WRDJLYHQIRUPRIODERU)DUIURPDSDVVLYHVXEMHFWDFWHGXSRQ
E\FDSLWDOWKHODERUHUZDVKLPRUKHUVHOIFDSLWDOZLWKWKHSRWHQWLDOWR
GHYHORS WKLV FDSLWDO LQ YDULRXV ZD\V DQG WR YDULRXV HQGV +XPDQ
FDSLWDOFRXOG EHLQYHVWHGLQIDFWLWZDV DOZD\VLQYHVWHGLQRQHZD\
RUDQRWKHUDQGOLNHDOOLQYHVWPHQWVWKLVLQYHVWPHQWPD\EHOXFUDWLYH
RU GLVDGYDQWDJHRXV 3URGXFWLRQ QR ORQJHU DSSHDUHG DV LW GLG LQ

















FRQVXPSWLRQ IRUYDULRXV UHDVRQV DQGZKRDERYH DOOPDGH FKRLFHV
FRQFHUQLQJ LQYHVWPHQW DQG H[SHQGLWXUH RI KLV RU KHU WLPH DQG
UHVRXUFHV7KLVHQRUPRXVVKLIW²DVKLIWZKLFKFRQWLQXHV WRGHILQHRXU












*HUPDQ QHROLEHUDOLVP LQVWLWXWHG D ³JHQHUDOL]DWLRQ RI WKH HQWHUSULVH
IRUP´ ZKHUHLQ WKH LQGLYLGXDO ZDV UHQGHUHG D ³SHUPDQHQW DQG
PXOWLSOHHQWHUSULVH´LQWHJUDWHGLQWKHVRFLDOERG\)RXFDXOW
7KLV DQDO\VLV UHVHPEOHG )RXFDXOW¶V UHPDUNVRQ WKH WKHRU\RI
KXPDQ FDSLWDO DQG WKH HQWUHSUHQHXULDO QDWXUH RI $PHULFDQ
QHROLEHUDOLVPWREHVXUHWKH$PHULFDQQHROLEHUDOHFRQRPLFVXEMHFW
DV KXPDQ FDSLWDO ZDV VWUXFWXUHG DV DQ HQWHUSULVH 6WLOO )RXFDXOW
DVVHUWHG WKDW $PHULFDQ QHROLEHUDOLVP LQ WKH PRVW JHQHUDO VHQVH
HUHFWHG LWVHOIQRWWKURXJKDJHQHUDOL]DWLRQRIWKHHQWHUSULVHIRUPEXW

WKURXJK D ³JHQHUDOL]DWLRQ RI WKH HFRQRPLF IRUP RI WKH PDUNHW´
)RXFDXOW7KLVJHQHUDOL]DWLRQZDV PRVWFOHDUO\PDQLIHVWHG
LQWKHWHQGHQF\WRVXEMHFWWKRVHGRPDLQVWUDGLWLRQDOO\WKRXJKWWRIDOO
EH\RQG WKHSXUYLHZRI HFRQRPLFV WR HFRQRPLF DQDO\VLV$PHULFDQ
QHROLEHUDOUHIOHFWLRQIRXQG PDUNHWG\QDPLFVDWZRUNLQDOODVSHFWVRI
WKHVRFLDOILHOGWKHPDUNHWDFWHG DVWKHDQDO\WLFDOSDUDGLJPWKURXJK
ZKLFK DOO VRFLDO SURFHVVHV ZHUH DSSUHKHQGHG LQWHUSUHWHG DQG
HYDOXDWHG
:H KDYH DOUHDG\ VHHQ VXFK HFRQRPLF HYDOXDWLRQ LQ WKH
JRYHUQPHQWRIWKHVHOIDVKXPDQFDSLWDO)RXFDXOWOLNHZLVHQRWHG WKDW
D³SHUPDQHQWFULWLFLVP´FRQIURQWHG DOOJRYHUQPHQWDFWLRQ DQGSXEOLF
SROLF\ ZLWK D PDWUL[ RI HFRQRPLF FRVWEHQHILW DQDO\VLV )RXFDXOW
$VLQWKHFDVHRI*HUPDQQHROLEHUDOLVPVXFKFULWLFLVPGLG
QRW IXUQLVK D ODLVVH]IDLUH FDWHJRULFDO LPSHUDWLYH IRU JRYHUQPHQWDO
QRQLQWHUYHQWLRQ LQ WKH PDUNHW ,QVWHDG JRYHUQPHQW SROLF\ PXVW
JUDVS WKRVH HOHPHQWV ZKLFK FRQGLWLRQ WKH PDUNHW DQG ULJRURXVO\
RUJDQL]H WKHP DFFRUGLQJ WR WKH LPSHUDWLYH RI PDUNHW H[SDQVLRQ
1HROLEHUDO DQDO\VLV DQG FULWLTXH RI SXEOLF SROLF\ IXUQLVKHG D
³SHUPDQHQW HFRQRPLF WULEXQDO FRQIURQWLQJ JRYHUQPHQW´ ZKHUHLQ
VSHFLILFSROLFLHVDQGLQLWLDWLYHVZHUH HYDOXDWHGDOPRVWH[FOXVLYHO\LQ
WKH WHUPVRI WKHPDUNHW DVZHOO DV LQ WHUPVRI WKHLU HIIHFWV RQ WKH
PDUNHW )RXFDXOW  3XEOLF SROLF\ QRW RQO\ VHUYHG EXW
PLPLFNHGWKHRUJDQL]DWLRQRIWKHPDUNHW 6RFLDOUHODWLRQVWRRFDPH
 $ QRWDEOH FRQWHPSRUDU\ H[DPSOH RI VXFK PLPHVLV ZDV WKH FRPPRQSODFH
LPSOHPHQWDWLRQRI ³FDSDQGWUDGH´FDUERQHPLVVLRQV UHJXODWLRQVZKLFK DUWLFXODWH D
³FDUERQPDUNHW´ZLWKLQWKHPDUNHWLWVHOIVHH%DLOH\

WR EH DQDO\]HG DV LI WKH\ZHUH HFRQRPLHV DV LI DOO EHKDYLRUZHUH
FDOFXODEOHLQWHUPVRIFRVWDQGEHQHILW,I$PHULFDQQHROLEHUDOLVPKDV
WUDQVIRUPHG HFRQRPLF UHIOHFWLRQ LW KDV HTXDOO\ DOWHUHG SROLWLFDO
SUDFWLFHDQGLQVFULEHGLWVHOILQRXUGLVFRXUVH









,PSOLFLW LQ WKLV DVVHUWLRQ ZDV D WRWDO UHYHUVDO RI WKH SLFWXUH RI
HFRQRPLF VXEMHFWKRRGZKLFK FKDUDFWHUL]HG FODVVLFDO HFRQRP\ )RU
HFRQRPLVWVLQWKHFODVVLFDOWUDGLWLRQKRPR°FRQRPLFXVZDVDVXEMHFW
JRYHUQHGE\KHULQWHUHVWVDVDQDJHQWVKHPXVWEHIUHHWRSXUVXHWKHVH
LQWHUHVWV WKURXJK KHU YROXQWDU\ HQJDJHPHQW LQ HFRQRPLF DIIDLUV
,QWHUHVWVWKHPVHOYHVRQWKLVYLHZZHUHDVVXFKEH\RQGWKHUHDFKRI








)RU WKH $PHULFDQ QHROLEHUDOV RQ WKH FRQWUDU\ HFRQRPLF
DQDO\VLVFRXOG EHDSSOLHGWRWKHLQGLYLGXDOLQDOOKHUGHFLVLRQPDNLQJ
SURFHVVHV 7KHVH GHFLVLRQPDNLQJ SURFHVVHV LQVRIDU DV WKH\
UHVSRQGHG WR WKH H[WHUQDO ZRUOG DQG QRW WR REVFXUH XQUHDFKDEOH
³LQWHUHVWV´ FRXOG EH GLUHFWHG DQG JRYHUQHG 7KH QHROLEHUDO KRPR
°FRQRPLFXVZDV SUHFLVHO\ ³WKHSHUVRQZKRDFFHSWV UHDOLW\RUZKR
UHVSRQGV V\VWHPDWLFDOO\ WR PRGLILFDWLRQ LQ WKH YDULDEOHV RI WKH
HQYLURQPHQW´ DQG ZKR ZDV WKHUHIRUH ³HPLQHQWO\ JRYHUQDEOH´
)RXFDXOW I ,Q$PHULFDQ QHROLEHUDO HFRQRPLF UHIOHFWLRQ
HFRQRPLF VXEMHFWV FRXOG EH HIIHFWLYHO\PDQDJHG E\PDQDJLQJ WKH
YDULDEOHVZKLFK FRQGLWLRQ WKHLU LQWHUHVWV DQG WKHLU GHFLVLRQPDNLQJ
SURFHVVHV $GYHUWLVLQJ DV WKH JRYHUQPHQW RI LQGLYLGXDO HFRQRPLF
LQWHUHVWV SUROLIHUDWHG XQGHU QHROLEHUDOLVP <HW VXFK PDQLSXODWLRQ
XQIROGHG ZLWKLQWKHIUDPHRIVHFXULW\WKHSURFHVVRI³SURJUDPPLQJ´
LQGLYLGXDOV LQ QHROLEHUDOLVP GRHV QRW H[DFWO\ FRUUHVSRQG WR DQ
LQGLYLGXDOL]HGSURWRFRO5DWKHULQGLYLGXDOVDSSHDUHG DVPHPEHUVRI
SRSXODWLRQV FODVVHV RU ³LQWHUHVW JURXSV´ ZKLFK ZHUH WDUJHWHG DV
JHQHUDO IRUFHV (YHQ LQ RXU VRFLHW\ RI LQGLYLGXDOV WKH LQGLYLGXDO
WHQGHG WRUHFHGHDVWKHWDUJHWRISRSXODWLRQPDQDJHPHQW
:KHUH FODVVLFDO DQDO\VLV DSSUHKHQGHG KXPDQ EHLQJV DV
HFRQRPLF DJHQWV ZKRVH QDWXUDO HOHPHQW ZDV DV LW ZHUH WKH IUHH
PDUNHW QHROLEHUDO HFRQRPLF UHIOHFWLRQ FRQFHUQHG LWVHOI ZLWK WKH
FRQGLWLRQV ZKLFK SURGXFHG KXPDQ EHLQJV DV WKH VRUW RI HFRQRPLF
QDWXUDOQHVVZKLFK UHLJQHG LQ WKHPDUNHW8QGHUQHROLEHUDOLVP RQ WKH FRQWUDU\ WKH




DQG LQWHUHVWV $PHULFDQ QHROLEHUDO UHDVRQ DQG SUDFWLFH OLNH LWV
*HUPDQFRXQWHUSDUWIRXQG LWVURRWSULQFLSOHLQDPDUNHWGHILQHGE\
FRPSHWLWLRQ,WDSSUHKHQGHG WKHWRWDOLW\RIWKHVRFLDOILHOGLQDPDQQHU
WUDGLWLRQDOO\ UHVHUYHG IRU WKH PDUNHW DSSURDFKLQJ WKH FDWHJRU\ RI
ODERU LQ D TXDOLWDWLYH UDWKHU WKDQ D TXDQWLWDWLYH PDQQHU ,W
IRUHJURXQGHG WKHFRQFUHWHGHFLVLRQPDNLQJSURFHVVHVRILQGLYLGXDOV
ZKR DSSHDUHG LQ HFRQRPLF UHIOHFWLRQ DV KXPDQ FDSLWDO )XUWKHU
$PHULFDQ QHROLEHUDO UHIOHFWLRQ IXUQLVKHG D YLVLRQ RI HFRQRPLF
VXEMHFWV DV LPPDQHQWO\ JRYHUQDEOH DW WKH OHYHO RI WKHLU LQWHUHVWV
)RXFDXOW¶V DQDO\VLV SRZHUIXOO\ GHPRQVWUDWHG WKDW $PHULFDQ
QHROLEHUDOLVPOLNHLWV*HUPDQFRXQWHUSDUWVKRXOGQRWEHJUDVSHGDV
D VLPSOH UHVXUJHQFH RI FODVVLFDO OLEHUDO WKHPHV ,Q D GUDPDWLF
PRYHPHQWQHROLEHUDOLVPHUHFWHGLWVHOIWKURXJKDVHULHVRIUHYHUVDOV




:H QR ORQJHU OLYH LQ WKH SRVW'HSUHVVLRQ ERRP ZKLFK
SURPSWHGWKHULVHRI$PHULFDQQHROLEHUDOLVP7KHVEURXJKWWKH
PRUH RU OHVV FRPSOHWH OLTXLGDWLRQ RI .H\QHVLDQ HFRQRPLFV DORQJ
ZLWK D SDWWHUQ RI ZHOIDUHVWDWH UHWUHQFKPHQW WKDW H[WHQGHG WR WKH
SUHVHQW GD\2WKHU FULVHV KDYH FRPH DQG JRQH WKHLU UHGUHVV XQGHU
QHROLEHUDOLVP KDV RIWHQ EHHQ DV H[DFWLQJ DQG GHOHWHULRXV DV WKHLU

LPPHGLDWH HIIHFWV  6LQFH )RXFDXOW¶V ZULWLQJ VWULNLQJ IHDWXUHV RI
QHROLEHUDOLVPKDYHHPHUJHGZKLFKUHPDLQHGPDUJLQDOLQKLVDFFRXQW
WKHSUROLIHUDWLRQRI FUHGLWRUGHEWRU UHODWLRQV DQG WKH DVFHQGHQF\RI
ILQDQFHFDSLWDO<HW)RXFDXOW¶VDQDO\VLVUHPDLQVSUHVFLHQW,WDOORZHG
XV WR VHH WKDW QHROLEHUDOLVPZDV DQ\WKLQJ EXW D IUDPHZRUNZKRVH
SUDFWLFDO LPSOLFDWLRQ ZDV D SROLF\ RI ODLVVH]IDLUH 1HROLEHUDO










RI SROLFLHV DQG WDFWLFV DV )RXFDXOW VXJJHVWHG LW ZDV LQGHHG IDU
UHPRYHG IURP WKH ODLVVH]IDLUH FODVVLFDO JRYHUQDQFH ZKLFK
FRQIURQWHG DPDUNHW UXOHG E\ WKH ODZV RI QDWXUH%XW LI WKLV LV VR
 8QVXUSULVLQJO\ WKHZRUVWDIIHFWHGLQ WKHFDVHRIFULVLVDUHDOPRVW LQYDULDEO\WKRVH
DOUHDG\PDUJLQDOL]HG7RFLWH MXVW WZRH[DPSOHV ORVVHV VXIIHUHGEHWZHHQDQG
HIIHFWLYHO\ZLGHQHGWKH\DZQLQJZHDOWKJDSEHWZHHQ%ODFNDQGZKLWHKRXVHKROGV
D JDS ZKLFK H[SDQGHG LQ WKH WHHWK RI IHGHUDO LQLWLDWLYHV LQWHQGHG WR VWDELOL]H WKH
HFRQRP\*ODXGHZKDW¶VPRUHPXQLFLSDOGHEWDQGWKHFXUWDLOPHQWRIPXQLFLSDO




QHROLEHUDOLVPZDV HTXDOO\ D QHWZRUN RISRLQWV WRZKLFK UHVLVWDQFH
PD\ EH DSSOLHG 7KH PDUNHW XQHDUWKHG E\ FODVVLFDO DQDO\VLV ZDV
GHILQHGE\LWVLQDFFHVVLELOLW\XWLOLWDULDQUHIOHFWLRQVKRZHGWKDWPDUNHW
LQWHUYHQWLRQZDVIXWLOHDWEHVW%XWXQGHUQHROLEHUDOLVPWKHPDUNHW¶V
YHU\ H[LVWHQFH GHPDQGHG WKDW IRUPDO VWUXFWXUHV EH ULJRURXVO\
PDLQWDLQHG WR HQVXUH FRPSHWLWLRQ DQG JURZWK 7KH WDFWLFV WKURXJK
ZKLFK QHROLEHUDOLVP SURGXFHG DQG VXVWDLQHG VXFK D PDUNHW²WKH
DSSOLFDWLRQRIVHFXULW\WHFKQLTXHV WKHPHFKDQLVPVRISULYDWL]DWLRQ
WKHJHQHUDOL]DWLRQRIWKHPDUNHWIRUPWKHJRYHUQPHQWRILQWHUHVWDQG
WKHSURGXFWLRQRI VHOIJRYHUQLQJ VXEMHFWV DVKXPDQFDSLWDO² ZHUH
SRLQWV RI DUWLFXODWLRQ WKDW PD\ HTXDOO\ EH WDUJHWV IRU WDFWLFDO
LQWHUYHQWLRQ 8QGHU D QHROLEHUDO JRYHUQPHQWDOLW\ D SUHFLVH
XQGHUVWDQGLQJ RI QHROLEHUDO UHDVRQ DQG SUDFWLFH PD\ HQDEOH XV WR
EHWWHUUHVLVWWKHVWUXFWXUHVJRYHUQLQJWKHSUHVHQW
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